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share	 and	 cash	 rental	 arrangements.	 In	 an	 early	 ruling,	 a	 crop	
share lease met the test.10	However,	in	a	1986	ruling	a	“hybrid”	
crop	share	lease	failed	the	test	because	of	absence	of	involvement	
in management.11	In	a	farming	operation	that	likely	would	have	
qualified	 before	 the	 retirement	 of	 the	managers	 and	 principal	
decision	makers,	it	failed	to	qualify	after	the	management	duties	
were	 largely	 turned	 over	 to	 the	 tenant.12	 This	 aspect	 of	 the	
“business	purpose”	test	is	arguably	more	demanding	than	similar	
fact	 situations	 in	 non-farm	 situations	where	 entities	 rarely	 are	
operated	under	arrangements	similar	to	farm	arrangements.	
END NOTES
 1	 	I.R.C.	§§	368(a)(1)(D),	355.	See	8	Harl,	Agricultural Law § 
59.07[2]	(2017);	2	Harl,	Farm Income Tax Manual	§	7.06	(2017).












 12  Id. 
For a divisive reorganization to be tax-free (except for “boot”), 
five tests must be met


















tion control the subsidiary.5
(4) The	parent	corporation	must	distribute	(a)	all	of	its	stock	
and	 securities	 in	 the	 subsidiary,	 or	 (b)	 enough	 stock	 to	







Reorganization motivated by a “business purpose”







by	one	defendant	 at	 a	 resort	 owned	by	 another	 defendant.	The	
defendant’s	horse	spooked	during	a	trail	ride	and	the	plaintiff	was	
thrown	from	the	horse	and	injured.	The	plaintiff	sued	in	negligence,	





omissions	 related	 to	his	or	her	participation	 in	equine	activities	
CASES, REGULATIONS AND STATUTES






an	 equine	 to	 a	 person	 and	 fails	 to	make	 a	 reasonable	 effort	 to	
determine	the	ability	of	the	person	to	engage	safely	in		an	equine	
activity	or	to	safely	manage	the	particular	equine	provided	based	
on	 the	person’s	representations	of	his	or	her	ability.	 (c)	Fails	 to	
conspicuously	post	warning	signs	of	a	dangerous	inconspicuous	
condition	known	to	him	or	her	on	the	property	that	he	or	she	owns,	
leases,	rents	or	is	otherwise	in	lawful	control	of	or	possession.	(d)	
Acts	in	a	willful	or	wanton	disregard	for	the	safety	of	the	person.	(e)	
Intentionally	causes	the	injury	or	death.”	The	plaintiff	argued	that	
the	plaintiff		was	not	covered	by	the	statute	because	the	accident	
